O ”E W YO Pl*

P
g

INCORPORATED VILLAGE OF BAYVILLE
FINANCIAL STATEMENTS

AND SUPPLEMENTARY INFORMATION

TOGETHER WITH AUDITOR’'S REPORTS

AS OF AND FOR THE YEAR ENDED MAY 31, 2020



INCORPORATED VILLAGE OF BAYVILLE
TABLE OF CONTENTS

Independent Auditor's Report

Required Supplementary Information:
Management's Discussion And Analysis ("MD&A")

Financial Statements:
Village-Wide Financial Statements -
Statement Of Net Position
Statement Of Activities
Fund Financial Statements -
Balance Sheet - Governmental Funds
Reconciliation Of Governmental Funds Balance Sheet
To The Statement Of Net Position
Fund Financial Statements -
Statement Of Revenues, Expenditures And
Changes In Fund Balance - Governmental Funds
Reconciliation Of Governmental Funds Statement OffRevenues, Expenditures
And Changes In Fund Balance To The Statement Of Activities
Fund Financial Statements -
Statement Of Fiduciary Net Pasition - Fiduciary Funds
Notes To Financial Statements

Required Supplementary Information Other Than MD&A:
Schedule Of Revenues, Expenditures And Changes In Fund Balance -
Budget To Actual - Governmental Funds
Schedule Of Changes In The Village's(Total Pension Liability - Fire Service
Awards Program
Schedule Of Changes In"The Village's Total OPEB Liability And Related Ratios
Schedule Of Village's‘Proportionate Share Of The Net Pension Liability - NYSERS
Schedule Of Village's Pension Contributions - NYSERS

Other Supplementary Information:
Schedule of Appropriations, Ongoing Projects
And Cumulative Expenditures - Capital Projects Fund
Schedule Of Non-Current Governmental Liabilities

Independent Auditor's Report On Internal Control Over Financial Reporting
And On Compliance And Other Matters Based On An Audit Of Financial
Statements Performed In Accordance With Government Auditing Standards

PAGE(S)

1-2

3-13

14
15

16

17

18

19

20
21-47

48

49
50
51
52

53
54

55-56



NawrockiSmith

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees of the
Incorporated Village of Bayville:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, the
aggregate remaining fund information and the fiduciary funds of the Incorporated Village of Bayville (the “Village”),
as of and for the year ended May 31, 2020, and the related notes ta' financial statements, which collectively
comprise the Village’s basic financial statements as listed in the table_of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation/of these financial statements in accordance
with accounting principles generally accepted in the United, States of America; this includes the design,
implementation, and maintenance of internal control relevant tothe preparation and fair presentation of financial
statements that are free from material misstatementjwhether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions<on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in,Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free.from material misstatement.

An audit involves performing, procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of, financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, the aggregate remaining fund information and
the fiduciary funds of the Incorporated Village of Bayville, as of May 31, 2020, and the respective changes in
financial position, thereof for the year then ended in accordance with accounting principles generally accepted in
the United States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’'s
discussion and analysis, budgetary comparison information, schedule of funding progress for the retiree health
plan and pension schedules, on pages 3-13 and 48-52 respectively, be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board (“GASB”), who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s
response to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to expressfan opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on.the financial statements that collectively comprise
the Village's basic financial statements. The other supplementary information, as listed in the table of contents, is
presented for purposes of additional analysis and is not a required part of the basic financial statements.

The other supplementary information is the responsibility of management and was derived from and relate directly
to the underlying accounting and other records used to prepare the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and recongilingssuch information directly to the underlying accounting
and other records used to prepare the basicfinancial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the other supplementary information is fairly stated, in all material respects, in relation to
the basic financial statements as a whole.

Other Reporting Required by/Government Auditing Standards

In accordance with Government Auditing  Standards, we have also issued our report dated October 5, 2020, on
our consideration of the Village’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Village’s internal control over financial reporting and compliance.

Melville, New York
October 5, 2020



INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020

The following is a discussion and analysis of the Incorporated Village of Bayville’'s (the “Village”)
financial performance for the fiscal year ended May 31, 2020. This section is a summary of the
Village’s financial activities based on currently known facts, decisions or conditions. It is also based on
both the Village-wide and fund-based financial statements. The results of the current year are
discussed in comparison with the prior year, with an emphasis placed on the current year. This section
is only an introduction and should be read in conjunction with the Village’s financial statements, which
immediately follow this section.

FINANCIAL HIGHLIGHTS

e As of May 31, 2020, the Village had total assets and deferred outflows of resources of $20,107,917,
total liabilities and deferred inflows of resources of $20,869,924 and a deficit net position of
$762,007 in the Village-wide financial statements.

e Total revenues for the year ended May 31, 2020 were $7,439,992 and total expenses were
$7,772,211 resulting in a negative change in net position of $332,219 in the Village-wide financial
statements.

e As of May 31, 2020, the Village’s General Fund had fund balance totaling $5,966,479, which was
an increase of $587,299 from the previous year.

OVERVIEW OF THEFINANCIAL STATEMENTS

This annual report consists of three parts: required supplementary information including management’s
discussion and analysis (this section); the basiec financial statements and other supplementary
information. The financial statements include two'kinds of financial statements that present different
views of the Village:

e The first two financial statements are Village-wide financial statements that provide both short-term
and long-term information about the Village’s overall financial status.

e The remaining financial statements are fund financial statements that focus on individual parts of
the Village, reporting the Village's operations in more detail than the Village-wide financial
statements.

e The fund financial statements tell how programs were financed in the short-term as well as what
remains for future spending.

e Fiduciary fund financial statements provide information about the financial relationships in which
the Village acts solely as a trustee or agent for the benefit of others.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The financial statements are followed by a section of
required supplementary information that further explains and supports the financial statements with a
comparison of the Village’s budget for the year.

Table A-1 summarizes the major features of the Village’s financial statements, including the portion of
the Village's activities they cover and the types of information they contain. The remainder of this
overview section of Management’s Discussion and Analysis highlights the structure and contents of
each of the financial statements.
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INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

Table A-1: Major Features of the Village-Wide and Fund Financial Statements

Village-Wide Financial

Fund Financial

Statements

Statements Governmental Funds Fiduciary Funds
Scope Entire Village (except The activities of the Instances in which the
fiduciary funds) Village that are not Village administers

proprietary or fiduciary

resources on behalf of
someone else

Required financial
statements

e Statement of Net
Position

e Statement of
Activities

e Balance Sheet

e Statement of
Revenues,
Expenditures and
Changes in Fund
Balance

e Statement of
Fiduciary Net
Position

Accounting basis and
measurement focus

Accrual accounting and
economic resources
focus

Modified accrual
accounting and current
financial focus

Accrual accounting and
economic resources
focus

Type of asset/deferred
outflows of
resources/liability/
deferred inflows of
resources information

All assets, deferred
outflows of resources,
liabilities and deferred
inflows of resources,
both financial and
capital, short-term and
long-term

Generally, assets and
deferred.outflows of
resources expected to
be used'up.and
liabilities and deferred
inflows of resources that
come due during the
year or soon thereafter;
no capital assets or
long-term liabilities
included

All assets, deferred
outflows or resources
(if any), liabilities and
deferred inflows of
resources (if any), both
short-term and long-
term; funds do not
currently contain
capital assets, although
they can

Type of inflow/outflow
information

All revenues and
expenses during the
year, regardless of
when,cash is received
or paid

Revenues for which
cash is received during
or soon after the end of
the year; expenditures
when goods or services
have been received and
the related liability is
due and payable

All additions and
deductions during the
year, regardless of
when cash is received
or paid

Village-Wide Financial Statements

The Village-wide financial statements report information about the Village as a whole using accounting
methods similar to those used by private-sector companies. The Statement of Net Position includes all
of the Village's assets, deferred outflows of resources, liabilities and deferred inflows of resources. All
of the current year’s revenues and expenses are accounted for in the Statement of Activities regardless
of when cash is received or paid.




INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

The two Village-wide financial statements report the Village’s net position and how they have changed.
Net position, the difference between the Village’'s assets, deferred outflows of resources, liabilities, and
deferred inflows of resources is one way to measure the Village’s financial health or position.

e Over time, increases or decreases in the Village's net position are an indicator of whether its
financial position is improving or deteriorating, respectively.

e To assess the Village’s overall health, you need to consider additional non-financial factors such as
availability of State and Federal funding and the condition of buildings and other facilities.

In the Village-wide financial statements, the Village’'s activities are shown as governmental activities;
most of the Village’s basic services are included here. Property taxes and charges for services finance
most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information aboutithe Village’s funds, focusing on
its most significant or “major” funds - not the Village as a whole. Funds are accounting devices the
Village uses to keep track of specific sources of fundingand spending on particular programs:

e Some funds are required by State law and by bond covenants.

e The Village establishes other funds to control and te.manage money for particular purposes or to
show that it is properly using certain revenues (such as Federal grants).

The Village has two kinds of funds:

o Governmental funds: Most of the Village's basic services are included in governmental funds,
which generally focus on.(Z)-how cash and other financial assets that can readily be converted to
cash flow in and outfand (2) the balances left at year-end that are available for spending.
Consequently, the fund financial statements provide a detailed short-term view that helps you
determine whether there.are more or fewer financial resources that can be spent in the near future
to finance the Village's programs. Because this information does not encompass the additional
long-term focus of the Village-wide financial statements, reconciliations of the Village-wide and fund
financial statements are provided which explain the relationship (or differences) between them.

e Fiduciary funds: The Village is the trustee or fiduciary, for assets that belong to others. The Village
is responsible for ensuring that the assets reported in these funds are used only for their intended
purposes and by those to whom the assets belong. The Village excludes these activities from the
Village-wide financial statements because it cannot use these assets to finance its operations.



INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

FINANCIAL ANALYSIS OF THE VILLAGE AS A WHOLE

The Village’s net position decreased by 77.3% from the year before to a deficit position of $762,007 as
detailed in Tables A-2 and A-3.

The restricted net position balance of $2,768,952 represents assets that are restricted by external
sources, imposed by laws through constitutional provisions or enabling legislation.

As of May 31, 2020, the Village has an unrestricted net deficit position of $10,517,053. This deficit is
primarily driven by the Village’s required recognition of its obligation for post-employment benefits
which currently totals $11,206,435. This obligation will continue to grow into the future (see Note 10 to
the accompanying financial statements) resulting in a greater unrestricted net deficit position.

Table A-2: Condensed Statements of Net Position - Governmental Activities

5/31/19 5(31/20 $ Change % Change
Current assets $ 3,691,809 $ 4,134,757 $ 442 948 12.0
Noncurrent assets 2,453,353 3,268,952 815,599 33.2
Capital assets, net 8,904,756 8,991,215 86,459 1.0
Total assets $ 15/049,918 $ 16,394,924 $ 1,345,006 8.9
Deferred outflows of resources $ 668,150 $ 3,712,993 $ 3,044,843 455.7
Current and other liabilities $ 930,937 $ 1,577,016 $ 646,079 69.4
Long-term liabilities 14,721,529 18,522,647 3,801,118 25.8
Total liabilities 15,652,466 20,099,663 4,447,197 28.4
Deferred inflows of resources 495,390 770,261 274,871 55.5
Total liabilities and
deferred inflows of resources $ 16,147,856 $ 20,869,924 $ 4,722,068 29.2
Net position:
Net investment in capital assets $ 6,661,018 $ 6,986,094 $ 325,076 4.9
Restricted 2,481,575 2,768,952 287,377 11.6
Unrestricted (deficit) (9,572,381) (10,517,053) (944,672) (9.9)
Total net position $ (429,788) $ (762,007) $ (332,219) (77.3)




INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

Changes in Net Position

The Village’s fiscal year 2020 revenues totaled $7,439,992, which is 2.4% less than fiscal year 2019
(see Table A-3). Property taxes, non-property and other real property tax items, and charges for
services, fees, fines and forfeitures accounted for 91.7% of total revenues (see Table A-4). The
remainder came from operating grants, use of money and property, and other miscellaneous sources.

The Village’s fiscal year 2020 expenses totaled $7,772,211, which is 8.1% more than fiscal year 2019
(see Table A-3). These expenses (99.5%) are predominately related to general government support,
public safety, transportation, culture and recreation and home and community services (see Table A-6).

Table A-3: Changes in Net Position from Operating Results - Governmental Activities Only

5/31/19 5/31/20 $ Change % Change
Revenues
Program revenues:
Charges for services, fees,
fines and forefeitures $ 1,410,416 $ 1,545,284 $ 134,868 9.6
Operating grants 196,418 188,358 (8,060) (4.1)
General revenues:
Real property taxes 4,949,976 4,948,460 (1,516) (0.0)
Other real property tax items 37,5606 40,594 3,088 8.2
Non-property tax items 306,885 291,592 (15,293) (5.0
Use of money and property 393,517 393,278 (239) (0.1)
Miscellaneous 331,507 32,426 (299,081) (90.2)
Total revenues 7,626,225 7,439,992 (186,233) (2.4)
Expenses
General government support 1,899,184 2,026,982 127,798 6.7
Public safety 995,086 992,486 (2,600) (0.3)
Transportation 950,373 1,534,620 584,247 61.5
Culture and recreation 1,059,846 972,894 (86,952) (8.2)
Home and community services 2,233,132 2,205,016 (28,116) (1.3)
Debt service - interest 49,970 40,213 (9,757) (19.5)
Total expenses 7,187,591 7,772,211 584,620 8.1
Change in net position 438,634 (332,219) (770,853) (175.7)
Total net position, beginning of year (868,422) (429,788) 438,634 50.5
Total net position, end of year $  (429,788) $  (762,007) $  (332,219) (77.3)




INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

Table A-4: Sources of Revenues for Fiscal Year 2020

Use of money and Miscellaneous, Other real

property, 0.5% property tax items,
5.3% 0.5%

Operating grants,

Non-property tax
2.5% property

items,
3.9%

Charges for
services, fees, fines
and forefeitures,
20.8%

66.5%

Real property taxes,

Table A-5: Sources of Revenues for Fiscal Year 2019

Use of money and Miscellaneous, Other real
property; 4.3% property tax items,
5.2% 0.5%

Operating grants,
2.6%
Non-property tax
items,
Charges for 4.0%
services, fees, fines
and forefeitures,

18.5%

Real property
taxes,
64.9%




INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

Table A-6: Expenses for Fiscal Year 2020

Debt service -
interest,
0.5%

Transportation,
19.7%

Home and
community services,
28.4%

Culture and
recreation,
12.5%

—

Public safety,
12.8%
General government
support,
26.1%

Table A-7: Expenses for Fiscal Year2019

Transportation, Debt service -
13.2% interest,
0.8%

Home and
Culture and

recreation,
14.7%

31.1%

Public safety, 13.8% General government
support,
26.4%

community services,




INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

Governmental Activities

Revenues for the Village’s governmental activities were consistent with the Village-wide operating
results. Village-wide expenditures exceed governmental expenditures due principally to recognition of
other post-employment benefits and depreciation.

The primary program activities of the Village included:

- Water service

- Refuse disposal

- Street maintenance

- Street lighting

- Snow removal

- Recreational activities

Substantially all of the Village’s revenues are generated through real property taxes and charges for
services.

FINANCIAL ANALYSIS OF THE VILLAGE’S FUNDS

Variances between years for the fund financial statements are not the same as variances between
years for the Village-wide financial statements. The Village's governmental funds are presented on the
current financial resources measurement focus and the modified accrual basis of accounting. Based
on this presentation, governmental funds do not include long-term debt liabilities for the funds’ projects
and capital assets purchased by the funds. Governmental funds will include the proceeds received
from the issuance of debt, the currentpayments for capital assets and the current payments for debt.

The Village’s fund financial statements show the following significant variations:

e Total assets increased.from $6,295,162 in 2019 to $8,184,840 in 2020. The increase is primarily
due to the increasedin service ‘award program assets and state and federal aid receivable of
approximately $300,000.and $600,000, respectively.

e Total liabilities and deferred inflows of resources increased from $315,262 in 2019 to $1,549,660 in

2020. The variance is a primary result of the increases in due to other funds and unearned revenue
categories.

-10-



INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

At May 31, 2020, the Village’s governmental funds had a combined fund balance of $6,635,180, which
is an increase of $655,280 from May 31, 2019. Fund balances for the Village’s governmental funds for
the past two years were distributed as follows:

Table A-8: Fund Balances - Governmental Funds
05/31/19 05/31/20 $ Change % Change
General Fund
Nonspendable:
Prepaid expenses $ 59,629 $ 24,253 $ (35,376) (59.3)
Restricted:
Service award program 2,340,560 2,654,602 314,042 134
Assigned:
Encumbrances 37,578 37,805 227 0.6
Unassigned 2,941,413 3,249,819 308,406 105
Total General Fund 5,379,180 5,966,479 587,299 10.9
Water Fund
Nonspendable:
Prepaid expenses 7,261 - (7,261) (100.0)
Assigned:
Water fund 5,548 - (5,548) (100.0)
Encumbrances 14,282 15,777 1,495 10.5
Unassigned - 78,475 78,475 100.0
Total Water Fund 27,091 94,252 67,161 247.9
Recreation Fund
Assigned:
Recreation fund 432,614 460,099 27,485 6.4
Total Recreation/Fund 432,614 460,099 27,485 6.4
Special Grant Fund
Restricted:
Restricted for special purpose 5,735 5,735 - -
Total Special Grant Fund 5,735 5,735 - -
Capital Projects Fund
Restricted:
Restricted for special purpose 135,280 108,615 (26,665) (29.7)
Total Capital Projects Fund 135,280 108,615 (26,665) (29.7)
$ 5,979,900 $ 6,635,180 $ 655,280 11.0

No other significant variances are reflected in the fund financial statements for fiscal May 31, 2020.

Budgetary Highlights

Reference is made to the budget vs. actual schedules on page 48 which presents budget and actual
results for the Village’s governmental funds.
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INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

By the end of May 31, 2020, the Village had invested $8,991,215, net of depreciation, in a broad range
of capital assets, including land, land improvements, buildings, furniture and equipment.

Table A-9: Capital Assets (net of depreciation)
5/31/19 5/31/20 $ Change % Change
Land $ 5,646,691 $ 5,646,691 $ - -
Land improvements 142,854 126,951 (15,903) (11.1)
Buildings and building improvements 2,625,298 2,486,818 (138,480) (5.3)
Furniture and equipment 489,913 730,755 240,842 49.2
Totals $ 8,904,756 $ 8,991,215 $ 86,459 1.0

Long-Term Liabilities

At year-end, the Village had $13,825,333 in general obligation bonds and other long-term liabilities.
During the year, the Village paid down $465,000 of principal on its outstanding bonds.

Table A-10: Outstanding Long-Term Liabilities
5/31/19 5/31/20 $ Change % Change

General obligation bonds $ 2,240,000 $ 1,775,000 $  (465,000) (20.8)
Other post-employment benefits 8,796,283 11,206,435 2,410,152 27.4
Installment purchase debt payable 17,455 230,121 212,666 1,218.4
Judgments and claims payable 298,924 298,924 - -
Compensated absences 248,139 314,853 66,714 26.9

Totals $ 11,600,801 $ 13,825,333 $ 2,224,532 19.2

FACTORS BEARING ON THE FUTURE OF THE VILLAGE

At the time these financial statements were prepared and audited, the Village was aware of the
following existing circumstances that could significantly affect its financial health in the future:

e In March 2020, the World Health Organization declared the outbreak of a novel coronavirus
(“COVID-19”) as a pandemic. The extent of the impact of COVID-19 on the Village's operational
and financial performance, and cash flow needs will depend on certain developments, including the
duration and spread of the outbreak, impact on funding sources, employees and vendors, all of
which are uncertain and cannot be predicted as of the date of these financial statements.

e The “Tax Levy Limitation Law” which was enacted on June 24, 2011, restricts the amount of
property taxes that may be levied by or on behalf of a village in a particular year. Although there
are exceptions, exemptions and overrides to the limitation, the new Law is expected to make
budgetary decisions more difficult.

e The future success of the Village and its programs are generally dependent on the ability to collect
real property taxes.

-12-




INCORPORATED VILLAGE OF BAYVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

CONTACTING THE VILLAGE’S FINANCIAL MANAGEMENT

This financial report is designed to provide the Village’'s citizens, taxpayers, customers and creditors
with a general overview of the Village's finances and to demonstrate the Village’s accountability for the

money it receives. If you have any questions about this report or need additional financial information,
please contact:

Incorporated Village of Bayville
Village Hall
34 School Street
Bayville, New York 11709
(516) 628-1439

-13-



INCORPORATED VILLAGE OF BAYVILLE

STATEMENT OF NET POSITION
MAY 31, 2020

ASSETS

Unrestricted cash
Receivables:

Tax sale certificates

Water rents

Property taxes

State and federal aid

Other

Due from other governments

Due from fiduciary funds
Service award program assets
Restricted cash
Prepaid expenses
Capital assets, net of accumulated depreciation of $7,271,133

Total assets

DEFERRED OUTFLOWS OF RESOURCES
OPERB related
LOSAP related
Pension related

Total deferred outflows of resources

LIABILITIES
Accounts payable and accrued liabilities
Accrued interest payable
Due to Employees' Retirement System
Unearned revenues
Non-current liabilities, due within one 'year:
Bonds payable
Installment purchase debt payable
Judgement and claims payable
Non-current liabilities, due after one year:
Total pension liability’- LOSAP
Proportionate share of net pensiongliability
Bonds payable
Installment purchase debt payable
Other post-employment benefits
Compensated absences

Totalliabilities

DEFERRED INFLOWS OF RESOURCES
OPERB related
LOSAP related
Pension related
Rents received in advance

Total deferred inflows of resources

NET POSITION
Net investment in capital assets
Restricted:
Service award program
Special grants
Capital projects
Unrestricted

Total net position

The accompanying notes are an integral
part of this statement.
-14-

$ 3,134,361

41,292
154,528
135,407
602,018

2,117

40,773

8
2,654,602
614,350
24,253
8,991,215

16,394,924

2,425,925
295,238
991,830

3,712,993

126,701
1,667
31,441
600,000

465,000
53,283
298,924

4,071,110
1,443,411
1,310,000
176,838
11,206,435
314,853

20,099,663

379,264
349,371
31,239
10,387

770,261

6,986,094

2,654,602
5,735
108,615

(10,517,053)
S (e2007)



INCORPORATED VILLAGE OF BAYVILLE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MAY 31, 2020

Functions and programs:
General government support
Public safety
Transportation
Culture and recreation
Home and community services
Debt service - interest

Total functions and programs

General revenues:

Real property taxes

Other real property tax items

Non-property tax items

Use of money and property

Sale of property and
compensation for loss

Miscellaneous

Total general revenues
Change in net position

Total net position, beginning of year

Total net position, end of year

Program Revenues

Charges for
Services, Fees, Operating
Expenses Fines and Forfeitures Grants

Net (Expense)
Revenue and
Changes in
Net Position

2,026,982 $ 435,186 $ 53,045
992,486 127,276 15,514
1,534,620 371,407 45,272
972,894 90,316 11,009
2,205,016 521,099 63,518
40,213 - -

(1,538,751)
(849,696)
(1,117,941)
(871,569)
(1,620,399)
(40,213)

7,772,211 $ 1,545,284 $ 188,358

(6,038,569)

The accompanying notes are an integral
part of this statement.
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INCORPORATED VILLAGE OF BAYVILLE
BALANCE SHEET - GOVERNMENTAL FUNDS

MAY 31, 2020
Special Revenue Funds Total
Special Capital Governmental
General Water Recreation Grant Projects Funds
ASSETS
Unrestricted cash $ 2,442,529 $ 231,733 $ 460,099 $ - $ - $ 3,134,361
Receivables:
Tax sale certificates 41,292 - - - - 41,292
Water rents - 154,528 - - - 154,528
Property taxes 135,407 - - - - 135,407
State and federal aid 2,018 - - - 600,000 602,018
Other 2,117 - - - - 2,117
Due from other funds 781,131 - - - - 781,131
Due from fiduciary funds 8 - - - - 8
Due from other governments 40,773 - - - - 40,773
Service award program assets 2,654,602 - - - - 2,654,602
Restricted cash - - - 5,735 608,615 614,350
Prepaid expenses 24,253 - - - - 24,253
Total assets $ 6,124,130 $ 386,261 $ 460,099 $ 5,735 $ 1,208,615 $ 8,184,840
LIABILITIES
Accounts payable and accrued liabilities $ 120,340, " $ 6,361 \$ - $ - $ - $ 126,701
Due to other funds - 281,131 - - 500,000 781,131
Due to Employees' Retirement System 26,924 4,517 - - - 31,441
Unearned revenues - - - - 600,000 600,000
Total liabilities 147,264 292,009 - - 1,100,000 1,539,273
DEFERRED INFLOWS OF RESOURCES
Rents received in advance 10,387 - - - - 10,387
Total liabilities and deferred inflows of resources 157,651 292,009 - - 1,100,000 1,549,660
FUND BALANCE
Fund balance:
Nonspendable 24,253 - - - - 24,253
Restricted 2,654,602 - - 5,735 108,615 2,768,952
Assigned 37,805 15,777 460,099 - - 513,681
Unassigned 3,249,819 78,475 - - - 3,328,294
Total fund balance 5,966,479 94,252 460,099 5,735 108,615 6,635,180
Total liabilities, deferred inflows of resources and
fund balance $ 6,124,130 $ 386,261 $ 460,099 $ 5,735 $ 1,208,615 $ 8,184,840

The accompanying notes are an integral
part of this balance sheet.
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INCORPORATED VILLAGE OF BAYVILLE
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
MAY 31, 2020

Total fund balance - Governmental Funds $ 6,635,180

Amounts reported for governmental activities in the Statement of Net Position are
different due to the following:

Capital assets less accumulated depreciation are included in the
Statement of Net Position:

Capital assets:

Non-depreciable $ 5,646,691
Depreciable 10,615,657
Accumulated depreciation (7,271,133) 8,991,215

Long-term liabilities applicable to the Village's governmental activities are
not due and payable in the current period and accordingly are not reported
in the fund financial statements. However, these liabilities are included

in the Statement of Net Position:

Bonds payable (1,775,000)
Installment purchase debt payable (230,121)
Judgments and claims payable (298,924)
Compensated absences (314,853) (2,618,898)

Long-term liabiltiy, deferred outflows and deferred inflows of resources
associated with OPEB are not current finanical resourcesor. obligations
and are not reported in the governmental funds:

Other post-employment benefits (11,206,435)
Deferred outflows of resources - OPEB 2,425,925
Deferred inflows of resources - OPEB (379,264) (9,159,774)

Pension related and service award program items are not reported

in the fund financial statements since they are not related to current financial
resources. The pension related and service award program items

included in the governmental activities consist of the following:

Total pension liability - LOSAP (4,071,110)
Deferred inflows of resources - LOSAP (349,371)
Deferred outflows of resources- LOSAP 295,238
Net pension liability - proportionate share (1,443,411)
Deferred outflows of resources - pension related 991,830
Deferred inflows of resources - pension related (31,239) (4,608,063)

Interest payable applicable to the Village's governmental activities are not
due and payable in the current period and accordingly are not reported in
the fund financial statements. However, these liabilities are included in the

Statement of Net Position. (1,667)
Net position - Governmental Activities $ (762,007)

The accompanying notes are an integral
part of this statement.
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INCORPORATED VILLAGE OF BAYVILLE

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED MAY 31, 2020

REVENUES

Real property taxes
Other real property tax items
Non-property tax items
Departmental income
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and

compensation for loss
Miscellaneous
State sources
Federal sources

Total revenues

EXPENDITURES

General government support
Public safety
Transportation
Culture and recreation
Home and community services
Employee benefits
Debt service -

Principal

Interest

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES (USES)

Issuance of installment purchase debt
Interfund transfers in
Interfund transfers out

Total other financing sources (uses)

Excess (deficiency) of revenues and other sources
over (under) expenditures and other uses

Fund balance, beginning of year

Fund balance, end of year

Special Revenue Funds Total
Special Capital Governmental

General Water Recreation Revenue Projects Funds
$ 4,948,460 $ - - $ - $ = $ 4,948,460
40,594 - - - - 40,594
291,592 - - - - 291,592
27,768 1,126,175 205,076 - - 1,359,019
393,278 - - - - 393,278
146,914 - - - - 146,914
39,351 - - - - 39,351
14,153 - - - - 14,153
18,273 - - - - 18,273
186,538 - - - - 186,538
- - - 1,820 - 1,820
6,106,921 1,126,175 205,076 1,820 - 7,439,992
1,332,991 31,287 - - - 1,364,278
768,479 - - - 30,190 798,669
705,972 - - - 263,066 969,038
723,509 - 111,852 - - 835,361
752,589 657,072 - 1,820 - 1,411,481
956,997 155,941 - - - 1,112,938
221,835 188,618 59,582 - 9,576 479,611
17,936 16,520 6,157 - - 40,613
5,480,308 1,049,438 177,591 1,820 302,832 7,011,989
626,613 76,737 27,485 - (302,832) 428,003
- - - - 227,277 227,277
84,490 - - - 133,380 217,870
(123,804) (9,576) - - (84,490) (217,870)
(39,314) (9,576) - - 276,167 227,277
587,299 67,161 27,485 - (26,665) 655,280
5,379,180 27,091 432,614 5,735 135,280 5,979,900
$ 5966479 $ 94,252 460,099 % 5735 $ 108,615 $ 6,635,180

The accompanying notes are an integral
part of this statement.
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INCORPORATED VILLAGE OF BAYVILLE
RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MAY 31, 2020

Net Change in Fund Balance - Governmental Funds $ 655,280

Governmental funds report capital outlays as expenditures. However, in

the Statement of Activities, the cost of those assets is allocated over

their estimated useful lives and reported as depreciation expense. The amount
by which capital outlay exceeds depreciation expense in the current period is:

Capital outlay $ 310,945
Depreciation expense (224,486) 86,459

The issuance of long-term debt provides current financial resources

to governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds. Neither
transaction has any effect on net position.

Repayment of bond principal 465,000
Issuance of installment purchase debt (227,277)
Repayment of installment purchase debt principal 14,611 252,334

Some expenses reported in the Statement of Activities do not require the
use of current financial resources and, therefore, are not reported as
expenditures in governmental funds:

Accrued interest costs 400
Compensated absences (66,714) (66,314)

Changes in the total OPEB liability, deferred outflows and deferred

inflows of resources reported in the Statement ofActivities do not

provide for or require the use of current finangial resources and'therefore are
not reported as revenues or expenditures in the governmental funds.

Other post-employment benefits (2,410,152)
Deferred outlfows of resources from OPEB 2,015,974
Deferred inflows of resourcesfrom OPEB (379,264) (773,442)

Decreases in proportionate share of net pension liability and service award program
reported in the Statement of Activities,does not provide for or require the use of
current financial resources and therefare are not reported as revenues or
expenditures in the governmental funds.

LOSAP related (186,066)
Pension related (300,470) (486,536)
Net Change in Net Position - Governmental Activities $ (332,219)

The accompanying notes are an integral
part of this statement.
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INCORPORATED VILLAGE OF BAYVILLE
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS

MAY 31, 2020
Agency
Funds
ASSETS
Cash $ 195,101
Restricted cash 5,616
Total assets $ 200,717
LIABILITIES

Accounts payable and accrued liabilities $ 1,118
Justice Court 357
Agency liabilities 199,234
Due to other funds 8
Total liabilities $ 200,717

The accompanying notes are an integral
part of this statement.
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INCORPORATED VILLAGE OF BAYVILLE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MAY 31, 2020

(1) Summary of significant accounting policies

The fund financial statements of the Incorporated Village of Bayville (the “Village”) have been
prepared in conformity with accounting principles generally accepted in the United States of
America (“GAAP”) as applied to government units. The Governmental Accounting Standards
Board (“GASB”) is the accepted standard setting body for establishing governmental accounting
and financial reporting principles. The more significant of the Village's accounting policies are
described below.

A.

Financial reporting entity

The Incorporated Village of Bayville, which was incorporated in 1919, is governed by the
General Municipal Law, Village Law, other general laws of the State of New York and
various local laws. The Village Board of Trustees is the legislative body responsible for
overall operations. The Mayor serves as chief executive officer and the Village Administrator
serves as chief fiscal officer.

The Village provides water service, refuse disposal, street maintenance and lighting, snow
removal and recreational activities for its residents.

All governmental activities and functions performed for the Incorporated Village of Bayville
are its direct responsibility. No other governmental organizations have been included or
excluded from the reporting entity.

The financial reporting entity of the Village consists of (a) the primary government which is
the Incorporated Village of Bayuville, (b) organizations for which the primary government is
financially accountable, and‘(c) other organizations for which the nature and significance of
their relationship with the primary government are such that exclusion would cause the
reporting entity’s financial statementsitoe.be misleading or incomplete as set forth in GASB.

Basis of presentation

1. Village-wide financial statements

The Statement, of Net Position and the Statement of Activities present financial
information about.the Village's governmental activities. These financial statements
include the financial activities of the overall government in its entirety, except those that
are fiduciary. Eliminations have been made to minimize the double counting of internal
transactions. Governmental activities generally are financed through taxes, State aid,
intergovernmental revenues, and other exchange and nonexchange transactions.
Operating grants include operating-specific and discretionary (either operating or capital)
grants, while the capital grants column reflects capital-specific grants.

The Statement of Activities presents a comparison between program expenses and
revenues for each function of the Village’'s governmental activities. Direct expenses are
those that are specifically associated with and are clearly identifiable to a particular
function. Indirect expenses, principally employee benefits and depreciation expense,
are allocated to functional areas in proportion to the payroll expended for those areas.
Program revenues include charges paid by the recipients of goods or services offered by
the programs, and grants and contributions that are restricted to meeting the operational
or capital requirements of a particular program. Revenues that are not classified as
program revenues, including all taxes, are presented as general revenues.
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INCORPORATED VILLAGE OF BAYVILLE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

2. Fund financial statements

The fund financial statements provide information about the Village’'s funds, including
fiduciary funds. Separate financial statements for each fund category (governmental
and fiduciary) are presented. The emphasis of fund financial statements is on major
governmental funds, each displayed in a separate column.

The Village records its transactions in the fund types described below.

a. Governmental Funds - are those through which most governmental functions are
financed. The acquisition, use and balances of expendable financial resources and
the related liabilities are accounted for through governmental funds. The
measurement focus of the governmental funds is upon the determination of financial
position and changes in financial position (the sources, uses and balances of current
financial resources). The following are the Village’s governmental fund types:

General Fund - the principal operating fund which includes all operations not
required to be recorded in other funds.

Special Revenue Funds - used tofaccountifor the proceeds of specific revenue
sources that are legally restricted tonexpenditures for specified purposes. The
following Special Revenue Funds are utilized:

i. Water Fund - used to account for water operations not required to be
accounted for on an enterprise basis.

ii. Recreation<Fund - used to account for the expenditure of all fees received
specifically to maintain the recreational facilities of the Village.

iii. Special.Grant Fund - used to account for funds received as Community
Development Block Grants pursuant to the Community Development Act of
1974, Public Law 93-383.

Capital Projects Fund - used to account for financial resources to be used for the
acquisition or eonstruction or resurfacing of major capital facilities and equipment.

b. Fiduciary Funds - used to account for assets held by the local government in a
trustee or custodial capacity:

Agency Funds - used to account for money (and/or property) received and held in
the capacity of trustee, custodian or agent. The Village accounts for the Justice
Court as an agency fund.

Measurement focus and basis of accounting

Basis of accounting refers to when revenues and expenditures/expenses and the related
assets, deferred outflows of resources, liabilities and deferred inflows of resources, are
recognized in the accounts and reported in the financial statements. Basis of accounting
relates to the timing of the measurements made, regardless of the measurement focus.
Measurement focus is the determination of what is measured, i.e. expenditures or
expenses.
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INCORPORATED VILLAGE OF BAYVILLE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

Modified accrual basis - the fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of accounting.
Under this method, revenues are recognized when measurable and available. The Village
considers all revenues reported in the governmental funds to be available if the revenues
are collected within a reasonable period of time after the end of the fiscal year, except for
real property taxes, which are considered to be available if they are collected within 60 days
after the end of the fiscal year.

Expenditures are recorded when the related fund liability is incurred, except for principal and
interest on general long-term debt, installment purchase debt, judgments and claims, other
post-employment benefits and compensated absences which are recognized as
expenditures to the extent they have matured. General capital asset acquisitions are
reported as expenditures in governmental funds. Proceeds of general long-term debt and
acquisitions under capital leases are reported as other financing sources.

Material revenues that are accrued include real property taxes, State and Federal aid, sales
tax and certain user charges. If expenditures are the prime,factor for determining eligibility,
revenues from State and Federal grants are accrued when the expenditure is made and the
resources are available.

Accrual basis - the Village-wide and fiduciary fund financial statements are reported using
the economic resources measurement.focus and the accrual basis of accounting. Revenues
are recorded when earned and expensesrare recorded at the time liabilities are incurred,
regardless of when the related cash transaction takes place. Nonexchange transactions, in
which the Village gives or receives value‘without directly receiving or giving equal value in
exchange, include property‘taxes, grants and donations. On an accrual basis, revenue from
property taxes is recognized in the fiscal year for which the taxes are levied. Revenue from
grants and donations is recognized-in the-fiscal year in which all eligibility requirements have
been satisfied. Fixed assets and long-term liabilities related to these activities are recorded
within the funds.

Property taxes

Real property taxes aredevied annually no later than June 1, and become delinquent on July
2. Taxes are collected during the period from June 1 to the fourth Tuesday of July of the
subsequent year, when they become a lien.

In accordance with Real Property Tax Law, Section 1454, all unpaid taxes on the fourth
Tuesday of July of the subsequent year, are enforced by tax sale. In all cases where no bid
is made on a parcel of land offered for sale for an amount sufficient to pay tax, interest and
charges, the premises are deemed to have been sold to and purchased by the Village.

Interfund transactions

Interfund transactions have been eliminated from the Village-wide financial statements. In
the fund financial statements, interfund transactions include:
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INCORPORATED VILLAGE OF BAYVILLE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

1. Interfund revenues

Interfund revenues represent amounts charged for services or facilities provided by one
fund to another fund. The amounts paid by the fund receiving the benefits of the service
or the facilities are reflected as an expenditure of the fund receiving the service.

2. Interfund expenses

Other transactions between funds include loans and transfers of resources to service
debt, residual equity transfers to close out completed capital projects and to allocate
certain indirect expenses. The fund financial statements reflect such transfers as
transfers out.

Cash and cash equivalents/investments

Cash consists of funds deposited in demand accounts, time deposit accounts and
certificates of deposit with maturities of less than three months from the date acquired by the
Village.

Receivables

Receivables include amounts due from Federal, State and other governments or entities for
services provided by the Village. Receivables are recorded and revenues are recognized as
earned or as specific program expenditures.are ineurred.

Prepaid items

Prepaid items represent payments made by the Village for which benefits extend beyond
year-end. These payments to vendors reflect costs applicable to future accounting periods
and may be recorded as prepaid items in both the Village-wide and fund financial
statements. These items are reported as assets on the Statement of Net Position or Balance
Sheet using the consumption method. A current asset for the prepaid amounts is recorded
at the time of purchase and an expense/expenditure is reported in the year the goods or
services are consumed: A portion of the fund balance in the amount of these non-liquid
assets has been identified as not available for other subsequent expenditures.

Restricted assets

Certain assets are classified as restricted assets because their use is restricted by
contractual agreements and regulations.

Capital assets

Capital assets are reported at actual cost or estimated historical costs, based on appraisals
conducted by independent third-party professionals. Donated assets are reported at
estimated fair market value at the time received.

Capitalization thresholds (the dollar value above which asset acquisitions are added to the
capital assets accounts), depreciation methods, and estimated useful lives of capital assets
reported in the Village-wide financial statements are as follows:
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INCORPORATED VILLAGE OF BAYVILLE
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

Capitalization Depreciation Estimated
Threshold Method Useful Life
Buildings $ 5,000 Straight line 50 years
Non-building improvements $ 5,000 Straight line 20 years
Furniture, fixtures, machinery
and equipment $ 5,000 Straight line 5-50 years
Infrastructure systems:
Roads, curbs and sidewalks $ 5,000 Straight line 25-30 years
Water mains $5,000 Straight line 50 years
Drainage $ 5,000 Straight line 50 years

Deferred outflows of resources

In addition to assets, the Statement of Net Position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future
period and so will not be recognized as an outflow of resources (expense/expenditure) until
that time.

Deferred inflows of resources/unearned revenues

Deferred inflows of resources aresdefined as»an acquisition of net position by the
government that is applicable to future periods.  Deferred inflows are reported when
potential revenues do not meet both the measurable and available criteria for recognition in
the current period. Unearned.revenues arise when the Village receives resources before it
has legal claim to them, as when grant . monies are received prior to incurring qualifying
expenditures. In subsequent periods, when both recognition criteria are met, or when the
Village has legal claim to the resources;-the deferred inflow/unearned revenue is removed
and revenues are recorded.

Long-term obligations

Liabilities for long-term /obligations consisting of general obligation bonds payable,
compensated absences; judgments and claims payable, unfunded accrued pension liability,
certain pension liabilities and other post-employment benefits are recognized in the Village-
wide financial statements.

In the fund financial statements, long-term obligations are not reported as liabilities. The
debt proceeds are reported as other financing sources and payment of principal and interest
are reported as expenditures when paid.

Compensated absences

Employees accrue vacation leave based primarily on the number of years employed up to a
maximum rate of 30 days a year. Upon separation from service, employees are paid up to
30 days.

Employees accrue sick leave at the rate of 8 days per year and may accumulate such
credits up to a total of 96 days. Employees who terminate are paid up to 72 days, at the
employees existing regular rate of pay.
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INCORPORATED VILLAGE OF BAYVILLE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

Vested vacation and sick leave is recorded in governmental funds as a fund liability and
expenditures, if payable from current resources. The liability for compensated absences
increased by $66,714 during the year to $314,853.

Post-employment benefits

In addition to providing pension benefits, the Village provides health insurance coverage and
survivor benefits for retired employees and their survivors that meet the requirements within
the Village's policies. Substantially all of the Village's employees may become eligible for
these benefits if they reach normal retirement age while working for the Village. Health care
benefits and survivors benefits are provided through an insurance company whose
premiums are based on the benefits paid during the year. The Village recognizes the cost
of providing benefits by recording its share of insurance premiums as expenditures in the
year paid. The liability for other post-employment benefits is recorded as a long-term
obligation in the Village-wide financial statements.

Net position and fund balance

In the Village-wide financial statements, there‘can be_ three classes of net position:

1. Net investment in capital assets - consists of net capital assets (cost less accumulated
depreciation) reduced by outstanding balances of related debt obligations from the
acquisition, construction or improvement of those assets. Deferred outflows of
resources and deferred inflows of resources,that are attributable to the acquisition,
construction or improvement.of those‘assets or related debt also should be included in
this component of net position. If there are significant unspent related debt proceeds or
deferred inflows of resources/at the end of the reporting period, the portion of the debt or
deferred inflows of reseurces attributable to the unspent amount should not be included
in the calculation.of netiinvestment in capital assets. Instead, that portion of the debt or
deferred inflows of resources should be included in the same net position component
(restricted<or unrestricted) as the unspent amount.

2. Restricted - consists of restricted assets reduced by liabilities and deferred inflows of
resources related to‘those assets. Generally, a liability relates to restricted assets if the
asset results from aresource flow that also results in the recognition of a liability or if the
liability will be liquidated with the restricted assets reported.

3. Unrestricted - is the amount of net position, deferred outflows of resources, liabilities,
and deferred inflows of resources that are not included in the determination of net
investment in capital assets or the restricted component of net position.

Fund financial statements

In the fund financial statements, there can be five classifications of fund balance:

1. Nonspendable - includes amounts that cannot be spent because they are either not in
spendable form or legally or contractually required to be maintained intact.
Nonspendable fund balance includes prepaid expenses recorded in the Village's
General Fund in the amount of $24,253 as of May 31, 2020.
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INCORPORATED VILLAGE OF BAYVILLE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

(@)

Insurance

The Village assumes the liability for most risk including, but not limited to, property damage
and personal injury liability. The Village maintains insurance policies in amounts and on
terms generally standard for municipalities to insure against these liabilities. These
insurance policies limit the overall exposure to Village assets by providing a third party
insurer to assume the risk and liabilities relating to claims. Judgments and claims are
recorded when it is probable that an asset has been impaired or a liability has been incurred
and the amount of loss can be reasonably estimated.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosure of
contingent assets and liabilities at the date of thefinancial statements and the reported
revenues and expenses during the reporting period. Actual results could differ from those
estimates. Estimates and assumptions are’ made in ‘@, variety of areas, including
computation of encumbrances, compensated absences, potential contingent liabilities and
useful lives of long-lived assets.

Explanation of certain differences between fund financial statements and Village-wide

financial statements

Due to the differences in the measurement focus and basis of accounting used in the fund
financial statements and the Village-wide financial statements, certain financial transactions are
treated differently. The basic financial statements contain a full reconciliation of these items. The
differences result primarily from the economic,focus of the Statement of Activities, compared with
the current financial resources focus of the governmental funds.

A.

Total fund balances of governmental funds vs. net position of governmental activities

Total fund balances of the Village’s governmental funds differ from “net position” of
governmental activities reported in the Statement of Net Position. This difference primarily
results from the additional long-term economic focus of the Statement of Net Position versus
the solely current financial resources focus of the governmental funds Balance Sheet.

Statement of Revenues, Expenditures and Changes in Fund Balance vs. Statement of
Activities

Differences between the governmental funds Statement of Revenues, Expenditures and
Changes in Fund Balance and the Statement of Activities fall into one of five broad
categories. The categories are shown below:

1. Long-term revenue/expense differences

Long-term revenue differences arise because governmental funds report revenues only
when they are considered “available”, whereas the Statement of Activities reports
revenues when earned. Differences in long-term expenses arise because governmental
funds report on a modified accrual basis, whereas the accrual basis of accounting is
used on the Statement of Activities.
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INCORPORATED VILLAGE OF BAYVILLE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

2. Capital related differences

Capital related differences include the difference between proceeds from the sale of
capital assets reported on fund financial statements and the gain or loss on the sale of
assets as reported on the Statement of Activities, and the difference between recording
an expenditure for the purchase of capital items in the fund financial statements and
depreciation expense on those items as recorded in the Statement of Activities.

3. Long-term debt transaction differences

Long-term debt transaction differences occur because both interest and principal
payments are recorded as expenditures in the fund financial statements, whereas
interest payments are recorded in the Statement of Activities as incurred, and principal
payments are recorded as a reduction of liabilities indthe Statement of Net Position. In
addition, differences also arise from the other qost-employment benefit obligation
representing the accumulated difference between the actuarial required contribution and
the actual contribution recorded in the fund financial statements.

4. Pension differences

Pension differences occur as a result ‘of.changes in the Village's proportion of the
collective net pension liability and differences between the Village’s contributions and its
proportionate share of the total contributions to the pension system.

5. OPEB differences

OPEB differences oceur as a result of changes in the Village’s total OPEB liability and
differences between the Village's-contributions and OPEB expense.

(3) Stewardship, compliance and accountability

Budgetary data

1. Budget policies

a. No later than March 31, the Village Administrator submits a tentative budget to the
Village Board of Trustees for the fiscal year commencing the following June 1. The
tentative budget includes proposed expenditures and the proposed means of
financing for all funds.

b.  After public hearings are conducted to obtain taxpayer comments, no later than
May 1, the Village Board of Trustees adopts the budget.

c.  All modifications of the budget must be approved by the Village Board of Trustees.
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INCORPORATED VILLAGE OF BAYVILLE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MAY 31, 2020 (CONTINUED)

(4)

2. Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other
commitments for the expenditure of monies are recorded for budgetary control purposes
to reserve that portion of the applicable appropriations, is employed in the governmental
funds. Appropriations for all governmental funds except the Capital Projects Fund lapse
at year-end. However, encumbrances reserved against fund balances are re-
appropriated in the ensuing year. Encumbrances are reported as assigned fund
balances since they do not constitute expenditures or liabilities. Expenditures for such
commitments are recorded in the period in which the liability is incurred.

3. Budget basis of accounting

Budgets are adopted annually on a basis consistent with accounting principles generally
accepted in the United States of America. Appropriations authorized for the current year
are increased by the amount of encumbrances carried forward from the prior year.

Cash and cash equivalents - custodial credit, concentration :of credit, interest rate and
foreign currency risks

The Village’s investment policies are governed by State statutes. In addition, the Village has its
own written investment policy. Village moenies must be. deposited in Federal Deposit Insurance
Corporation (“FDIC”) insured commercial banks or. trust companies located within the State. The
Village Administrator is authorized to use demand, accounts and certificates of deposit.
Permissible investments include obligations ofithe U.S. Treasury and U.S. agencies, repurchase
agreements and obligations of New York State or its localities.

Collateral is required for demand. deposits andrcertificates of deposit at 105 percent of all deposits
not covered by federal deposit insurance. Obligations that may be pledged as collateral are
obligations of the United States.and its agencies and obligations of the State and its municipalities
and villages.

For purposes of reporting cash flow, cash equivalents are defined as short-term, highly liquid
investments that are bothreadily convertible to known amounts of cash and near their maturity.

Custodial credit risk - deposit/investments: Custodial credit risk for deposits exists when, in the
event of the failure of a depository financial institution, a government may be unable to recover
deposits, or recover collateral securities that are in possession of an outside agency. Custodial
credit risk for investments exists when, in the event of the failure of the counterparty, a
government will not be able to recover the value of its investments or collateral securities that are
in possession of an outside party.
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GASB directs that deposits be disclosed as exposed to custodial credit risk if they are not covered
by depository insurance, and the deposits are either:

. Uncollateralized,

) Collateralized with securities held by the pledging financial institution, or

o Collateralized with securities held by the pledging financial institution’s trust department
or agent but not in the Village’s name

Deposits and investments at year-end were entirely covered by federal depository insurance or by
collateral held by the Village's custodial banks in the Village’s name. All deposits, including
certificates of deposit, are carried at cost plus accrued interest. They consisted of:

Carrying
Fund Bank Balance Amount
General $ 2,532,254 $ 2,442,529 Insured (FDIC) and collateral held
by Village's custodial bank.
Water 279,208 231,733 Insured (FDIC) and collateral held
by Village's custodial bank.
Recreation 461,154 460,099 Insured (FDIC) and collateral held
by Village's custodial bank.
Special Grant 5,735 5,735 Insured (FDIC) and collateral held
by Village's custodial bank.
Capital Projects 609,154 608,615 Insured (FDIC) and collateral held
by Village's custodial bank.
Fiduciary Funds 207,819 200,717 Insured (FDIC) and collateral held

by Village's custodial bank.

$ 4,095,324 $ 3,949,428

Credit risk: State law limits investments to those authorized by State statutes. The Village has a
written investment policy.

Interest-rate risk: Interest-rate risk arises because potential purchasers of debt securities will not
agree to pay face value for those securities if interest rates substantially increase, thereby
affording potential purchasers more favorable rates on essentially equivalent securities.
Accordingly, such investments would have to be held to maturity to avoid potential loss.

Concentration of credit risk: Credit risk can arise as a result of failure to adequately diversify
investments. Concentration risk disclosure is required for positions of 5 percent or more in
securities of a single issuer.

As of May 31, 2020, the Village did not have any investments subject to credit risk, interest-rate
risk, or concentration of credit risk.
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